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SUBJECT:	 Facilities and Administration ~Indirect Costs). Allowable Expen?es, 
Matching Costs, and Low-Inoome Tax Clinics [SPEC] 

This is in reply to your request for guidance on this subject. 

"Facilities and Administration," or "F&A," is the term used in OMS Circulars A-1-22 and 
A-21 , setting out accounting cost princip~es for non-profit organizations and educational 
institutions. The term covers costs that are incurred for common or joint objectives within 
an organization or institution and that cannot be readily identified with a particular final cost 
objective. Such costs are "allowable expenses" in 4ederal grants in general, meaning that 
federal grantees - including recipients of Low-Income Tax Clinic (LITe) .grants - can 
include them in their reports of expenditures. Such costs cannot. however, be -counted for 
purposes of the matching funds requirement. The prohibition on 1heir being used for 
purposes of the matching funds r€quirement is a result of the following provisions of I.B.C. 
§ 752-6: 

A few-income ,taxpay.er cHnic must provide matching iunds or a dollar-for­
doHar -basis for all grants -provided unde'r this section. Matching lunGS may 
inc~ude ­

(A) the sa~ry (including fringe benefits) of Individua.ls p€rf.orming
 
services {or the .clinic; and
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(8) the cost of equipment used in the clinic. 

Indirect expenses, inc1uding general overhead of the institution spOnsorh"lQ 
the clinic, shall not be counted as matching funds. 

lAC § 7526(c)~5). 

Thus, while it is appropriate for a clinic to spend L1TC grant funds to cover F&A GOsts that a 
non-profit organization or an educational institution may assess, the expense may not be 
waived or deferred and listed as a matching funds equivalent. 

We understand this is a recurring issue. We attaoh copies of a PowerPoint pr~tation 

that we prepared on this topic for the American University/American Bar Association lITC 
Workshop in May, 2001. It includes more background on the OMB Circulars and a more 

d~taile.d exp~anatio.n_.c:>~.th_~ ~i~tin~~i?_~ _~!3_~~~~~~!~?~~ble._~~pe~~_s~'_~:,~_~~~~~~~ng_~und~::' 

If you or others have any questions in general about this opinion, you should contact Dave 
Ingold on my staff, in the Public Contracts and Technology Law Branch of General Legal 
Services, by telephoning 2.Q2 283-7952. 

cc: Nachman CG:P&A{APJP) 
Wielobob CC:W&I 



·Ina ireet· Costs 
(Low-Income 
Taxp.ayer Clinics) 

A Presentation 

by Dave Ingold, of Public ContraCls & Technology Lbw~ 
General Le~al Services 

, 

Office or Chief Counsel, IRS, 

for tile Anierican University/Arnerican Bar 
Association LIT(~ VVorkshop on May 9, 2001 
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Introduction 
0' 

~:~, Overview of J:ndirec-j- Cos·l~s provisiot1s i,rl. , 
o	 • I 

•	 0 f '! 

• the authorizing statute (IRe 7526); , ! 

... Pub. 3319 (the Lite Grant Applicatio~ 
(to 

Paclcage 8t GjJidelilles) &	 j 
I . 

..	 relevant OMS CircLllars: 
+ A-122, "Cost I:>rinciples for f\Jon-Profit~ 

Organizations Institutions;" & j 
1o~	 A-21 , "Cost Principles for Educationan 

Institutions." : I 
¥ 
I 

f 
~ 

f 
by	 an attorney, not an aCCO~trlfClnt. 
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Tax Code Section 7526
 
M~ (C) ,-Special RLJles B/1:d Limitations 

'.	 (!5) ReqLliretnent of l\!latc/7iI1g I=Llnds. -- . 
" 

.,;,.	 A low-incolTle tax-p:ayer clinic rflList providE~ 

rrl8tching funds on ~ cfollar-for-ciolJar basis f<..1r all 
grants und(~r this s$ction. rvla,tching funds nlay 
include-- : 

• (A) the salary (including fringe benefits) of individuals 
perforn'ling services for the clinic; and 

ft (8) the cost of equiprnenl L1sed in the clinic. 

»'n'n(Birea;t- CXI)en~s~~s~ i[&C,m~fi(~U"_ng genlertll f)VerUle~\(1 ()f. 
It! ~ ~ .. ~ ~ It	 ,.. 11 ~ IP 'I a lU It
~R.i~~ n.~:&S~ll(U~](Ptt·l~ ~~~}O~lSt)rli,&g li:~~e ~~"anu,\ Si!tl~~lli n'~o~' i\.b~':~ 

{:()U§'~'e{2 ~~s ~lnu~~,~hfi[ig f~Qn(.~~;'~. 



Wt~Bat (;osts can be count~d as matching 
: funds? : 

~J	 Defir]itely salary * (including
 
fringe benefits) of indiviclu$ls
 
perforrning serViCfJS for the
 
clinics; 8(
 

~	 Defiolitely the cost of-equipn'"lent
 
used in the clinic.
 

* Inc/lit/in..!; volunteer services, if"an integral & ­
necessary part of an approved project or prograrn,"
 
@ ratc~; consistent \vith 01VIB (~i]'clllar 1\.-110,
 

BLlt services provided by students to satisfy an aCadeL11ic credit 
do not qualify as lllatching fUl1el's. 



--- - -- - -- - - - - - - --

,	 What costs may not be counted as
 
,-. matcJling funcJs? 

II1C'i i.reet (-:osts 

ill including tile: 

•	 "General 
overflead of 
tlJe institLltiofl 
sponsori/lg tile 
clinic. " 

Nlqre aboul this, bllt let's also 
,	 • 1 

COl1f :~r ... 



Indirect Costs are "Allow~ble
 
!=-?,<penses" Linder Pllb. 3319. . 
.' 
...., 

.........
 

"	 Allowable Expenses include but 
are not lill1ited to: 

"inciirect costs as deterl11111ed 
11y OMB Circulars A-122 :a11d 
A-·21.." 



There is more than one fis~ 
in the sea: 
lD Do not confuse the statutory
 

linlitation of not countin:g
 
indirect expenses for ;
 
purposes of matct1ing flJnds
 

m	 VVith what rflay, or rnc\Y, not, 
be "allowable" as expenses 
as set out in Publication 
r3°19	 ." .....> • 



Look to the OMS 
Circulars for general ' 

.definitions & principles 
. ~~	 1\-122 J "Cost 

IJrinciples for 
Non-F)rofit 
Organizations l 
Institutions·" andl:' , ! 

m A-2 ~I "CostJ 

Principles for 
Educational 
Institutions. n 



OMS Circular A·122, "Cost Principles for Non­
",profit Organizations Institutions,' 

.. 

1:1	 "Direct costs" are those that can be 
iden~ified specifically with a particular final 
cost o:bjective. l-Iowever, a cost nlay not 
be assigned to an award as 3 direct cost 
if any :other cost incurred for the sanl£3 
.purpose, in like circurnstance, has been 
allocated to an award as an indirect cost. 

tj	 "Indirect costs" are those that have been 
incurred for comrnon or joint objectives 
and cannot be readily identified with a 
particular final cost objective. The two 
broad categories are: 

• Facilities; and 

• Administration. 

" ,.. 



.~"OMB  Circ41ar A·21 ,I ~'Cqst Principles

·~f9,[ Educational Institutions," .
 

~2	 Uses; the ternl "Facilities and 
Adrninistration" or UF&A" as tile 
equivalent of indirect costs 

I 

~J	 "Direct costs" are those that can be 
identified specifically with a particular 
activity with a high degree of accuracy: 

ttA Identification with sponsored worl< 
rather than the nature of the goods & 
services is the determining '~:actor  in 
distinguishing direct from F.&A costs.' 
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Summary: 
.'	 ,
::.

m:;~gtLI1-C authorizing statllte, l-ax Code 
-

§ 7625, provides: 

• Matclling Fut:lds may include
 

.~ Salary: an(i
 

.,~ Cost o'f equipnleht used in clinic.
 

•	 Indirect Expenses:, including
 

general overhead :of the irlstitution,
 

shall not be COLlnted· as matching
 

funds.
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Summary (continued): 
. , 

' 

iD4The OMS Circulars provide 
'" 

. ' 

. 'general definitions a'nd principles� 
. as aids ,to distinguishing clirect 8(� 
indirect costs. !� 

. T11e "l(ey" is i(le11tificatio.l1 witl1l11e~ 
sponsored work rather than the JatJre of 
the gOO(~S or services, although i

" 

, Ii· 

rrhe 2 btoad categories are ~acil~ties a'ncl 
j\.(1111iniStrat i0 11. 


